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THE GAME BUSINESS has one principal purpose: profits. While 
true that the more learn about business organization the more 
complex and varied its objectives become, unless making money, 
clearly going after period initial investment, will ultimate- 
condemned failure even though some its other purposes may 
have been fulfilled. 

There are some special angles profit planning outside the country 
which prospective international manager should understand. want 
now take closer look some these peculiarities which, seems 
me, break down into eight rough categories: 

Maintaining the confidence headquarters management. The 
overseas manager should aware that will have able 
exercise far more individual responsibility than his domestic counter- 
part. Both physically and administratively, the domestic executive 
more closely tied into the firm’s total picture. This especially true 
financial matters, doubly important for the foreign manager 
give careful thought his profit planning and budget controls. Here, 
can build his confidence himself and his operation, 
can undermine that confidence. The manager should not feel that 
sacrificing any personal dignity when explains anything his 
financial picture which could misunderstood headquarters. 

Preservation local freedom action. Any manager must have 
freedom action his job well, but this especially true the 
overseas businessman whose operation remote from the eye and the 
important decisions without authority, the manager must sure that 
has already built reserve confidence his reliability and integ- 
rity the part his management. There are many ways which 
ingenious manager can act the long-term interest the business with- 
out getting formal approval. One them the extent which in- 
troduces new products different sizes variations his line and the 
length time continues push these items. 

Resisting pressure from headquarters for short-term profits. The 
pressure for short-range profits all too often comes from the top manage- 
ment home. Partly because the principals many American com- 
panies not understand the nature foreign business, they may well 
want squeeze out every last dollar each year. the beginning 
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foreign venture, this policy may appear necessary order justify the 
novel and apparently hazardous enterprise stockholders directors, 
The overseas manager, the other hand, has build business and 
increase the value the company’s investment. Somehow must resist 
pressure much can, while recognizing, the same time, that the 
payment token dividends may the long-term self-interest the 
overseas venture because the impact directors and stockholders, 

Blocking uninformed economy drives from headquarters exec. 
utives. Another difficulty that can arise profit planning the tendency 
for hard-pressed management back home foster economy drives, 
While their judgment the impact cost-cutting domestic opera- 
tion may sound enough, they may not able assess the effects 
foreign activities with accuracy. 

Accepting headquarters decisions basic policies. There will 
times when the top management has decided profit-taking policy 
for some even all its foreign operations. cases may come 
even when manager’s plans for his business are completely justified 
and have already been approved. World conditions will influence sucha 
decision. can make his case the face these circumstances, but 
the long run must prepared along with the decision his 
superiors. has ready and willing make necessary sacrifices 
his end for the good the whole. 

Keeping familiar with company terms and procedures. Given the 
communications problems inherent the relationship between the 
foreign branch and headquarters, the language used the two parties 
especially important. Before going abroad, the manager should famil- 
iarize himself with the firm’s terminology important matters. 

Cutting overhead when necessary and admitting mistakes. One 
the most important areas decision for the foreign manager finan- 
cing his business lies the question overheads. Psychologically most 
find difficult cut back. hard admit defeat and unpleasant 
have close down plant and let people go. But these moves may 
necessary and easier and cheaper face them early rather 
than late. 

Development imaginative ways make profits. the fluid, 
uncharted foreign field there are many sound opportunities for 
manager make profits what would seem like unorthodox and even 
eccentric ways home. good overseas executive will spot these pos- 
sibilities and take advantage them long they not conflict with 
clearly established company policies. 

There are three kinds circumstances which manager can find 
himself moves into foreign position. man can assigned 
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take over new acquisition, replace the manager established sub- 
sidiary, start new venture. 

manager being sent abroad take over recently acquired 
foreign business, great many policy questions profit making may 
have defined. For example: conducted along the same 
lines those followed the former management, made 
over rapidly into the image foreign operations run its new owners? 
The new manager’s long-term profit objectives will include plans for 
utilizing all the methods and policies identified with his company’s 
success least the extent that they can adapted the country 

The new manager taking over established subsidiary needs only 
know that his objective make profits, soundly, this year and the 
next, and build the subsidiary into bigger and better operation. 
the man replaced being promoted the management will 
clear that replacement was needed, but may not clear why the 
new manager was chosen. But there little gained for the new 
manager concerns himself with the truth falsehood the various 
reasons and opinions which will hear. would wise start out 
with the assumption that the former manager knows more about the 
operation than does. Among other things, important for re- 
placement find out about any verbal moral obligations his predeces- 
sor may have incurred with the staff. 

the foreign manager being asked start new venture will 
not have the advantage (or, perhaps, handicap) taking over going 
business, with its plans for development formulated one way an- 
other. will have make these plans himself. His answers series 
key questions will set his targets and determine his actions. For 
example: the first year’s objective get into the black build 
organization key people? test products promotion for the 
future development the business, carry out plans which have al- 
ready been proven elsewhere? 

The manager new enterprise should remember that will the 
long run judged its profits. But the early years, when there may 
profits, will almost severely evaluated the extent 
which makes budget. Therefore, should keep his budget low 
possible until has some experience guide him and justify more 
favorable program. The management may not happy with his profit 
plans and may try get improve them, but the business has 
history they cannot and probably will not criticize him for being 
ultra-conservative and predicting losses for the first few years. 

Many influences are work, affecting the foreign manager’s final 


Related reading: Europe Sixes 
and Sevens the Common 
Market, Free Trade Association, 
and the United States (New 
York: Columbia University 
Press, pp.). This book 
includes such chapters “The 
Dollar Crisis and American 
Competitiveness,” and “Business 
Opportunities Integrated 
Europe.” Ed. 


(5) 


} 
1 
0 


decision. These influences will constantly changing; the manager 
must ready adjust his operation that makes the greatest pos- 
sible contribution the over-all objectives the international division 
and the firm, under the conditions the moment. 
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CONTROLS represent the pattern activity followed the 
skilled executive order achieve some mastery over his changing 
environment. Repetition and conformity represent the countervailing 
influence commonly used simplify those factors that cause complex- 
ity and change. The ability establish simple repetitive pattern 
enables executives keep many the firm’s problems within 
able limits. The question must ask, however, is: “Does this approach 
provide key the concept executive control that are seeking?” 
believe not. compliance and conformity are emphasized, 
change must minimized not actually avoided. suppress change, 
however, stultify progress and creativity. 

the process change provide the manager with his greatest 
opportunity, must know how influence and direct it. Such influence 
and direction can accomplished, however, only management con- 
trol regarded something creative and open-ended rather than 
something negative and restrictive. 

The need for effective control multi-plant, multi-product opera- 
tions has led number interesting developments. develop- 
ments can best expressed such descriptive terms centralization 
versus decentralization, measurements, electronic data processing, oper- 
ations research, and internal audits. The interesting thing about each 
these developments their two-facedness; they represent possible 
solutions problems control yet the solutions turn create ad- 
ditional problems. 

Probably development recent years has been significant from 
the standpoint control the trend toward so-called decentralization. 
Failure understand the difficult problems associated with decentral- 
ized operations may prove highly detrimental large-scale organized 
activities and could have serious consequences for the country 
whole. The reason for this that the only practical alternative de- 
centralization centralization. And the interesting thing that such 
countervailing factors decentralization electronic data processing, 
automation the plant, and jet travel now nullify most the reasons 
originally advanced business for decentralizing the management 
function. 

For some reason the idea seems current that decision making 
can only centralized again, most control problems will vanish. This 
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fallacious and even dangerous idea, reflecting the absence any 
real conception what involved workable system control. 
Within the managerial hierarchy the focus control may change, but 
not the factors which ultimately make that control necessary. decep- 
tive, therefore, seek the need for control primarily terms the 
present decentralization vogue. This need will exist even the vogue 
changes. 

extremely close relationship exists between decision making and 
thought out concept control. Most decisions made executives 
either are should triggered the firm’s system control. The 
better the system control, the easier will make all subsequent 
decisions. This especially true because effective control involves 
providing advance the criteria performance standards against 
which the subsequent decisions will measured. 

The control problem one maintaining workable balance be- 
tween high degree initiative and discretionary action the plant 
level and still keeping reasonable semblance over-all company 
unity, consistency, and purposefulness. 

Only recent years, with the development multi-product and 
multi-plant operations, has recognition been given the difficulties in- 
volved making decisions that concern the selection alternative 
uses firm’s resources. Such decisions were considered fairly simple. 
All that seemed needed was determine the most profitable the 
alternatives adopt. However, managers must increasingly use some- 
thing other than profit measurements evaluate and then determine 
alternative courses action. 

These measurements, objectives, criteria can variously expressed. 
addition the critical profitability test return-on-investment, 
managers might include indices pertaining share the market, 
productivity, research and development, employee relations, and com- 
munity responsibilities. 

The meaning management control and especially its positive 
depends, therefore, understanding the role played 
whatever criteria, measurements, objectives are used manage- 
ment the direction its firm. 

develop useful concept control, find helpful think 
terms the several key ideas which permeate all successful systems 
management control. These key ideas are follows: 

The purpose control set the stage for action, help 
managers get the firm’s affairs done the most profitable way possible. 

Controls provide the best “teaching” education devices available 
executives. 


Control has positive value because the way facilitates execu- 
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tive self-appraisal. 

Control inevitably matter relationships, comparisons, 
evaluation. control contrast actual intended performance 
against some norm standard. 

For most managerial purposes, control should conceived 
terms trend relationships rather than terms absolute single 
figure values. other words, management interest usually should 
triggered whenever current performance shows disposition depart 
from the planned, rather than await the attainment any predeter- 
mined level failure (or success) before taking action. 

Effective control requires flexibility rather than steadfast adher- 
ence any given plan action. 

Systematic follow-up and review fundamental any effective 
system control. 

should prove both interesting and suggestive classify controls 
the basis the use which given control put: (1) Controls used 
standardize performance; (2) Controls used safeguard company 
assets from wastage misuse; Controls used standardize quality; 
(4) Controls designed set limits within which delegated authority 
can exercised without further top management approval; (5) Con- 
trols used measure on-the-job performance; (6) Controls used for 
planning and programming operations; (7) Controls necessary allow 
top management keep the firm’s various plans and programs 
balance; and (8) Controls designed motivate individuals within 
firm. 

Management controls serve both measure performance and 
conditioners the firm’s working environment. The attitudes plan- 
ning and self-evaluation are particularly powerful influences 
firm, for they are among the key forces that contribute decisive and 
continuous progress. This capability any given executive control 
motivate constructive action all odds its most important char- 
acteristic. 


Editor’s Note: The chapters abstracted above constitute Part the 
book. Chapters and comprise Part II, which discusses evaluation 
performance. The book’s third section, entitled The System Executive 
Control, includes such chapters “Market Knowledge Source 
Objectives,” “Planning The Creative and “The Climate for 
Control.” Part comments the art review and analysis, while the 
last section devoted studies control, using examples from General 
Electric, DuPont, and Koppers Company. 


CoMMITTEES TOP MANAGEMENT, widely praised those who have 
found them valuable and attacked with equal fervor their opponents, 
have comparatively brief history American business. the typical 
line organization which characterized American industry the 19th 
century, committees were seldom necessary, therefore infrequently used 
and rarely formalized. This was the period the autocrats industry. 
The line communication was not chain command, but ramrod 
authority. The organization had its primary develop- 
ment the early part the goth century. 

The first subordinate executive take part making decisions was 
the staff specialist, who gave advice provided operating service 
such non-production affairs law and finance. was soon joined 
others auditing, engineering, public and personnel relations, and 
other areas, depending the nature the business; thus the line-and- 
organizational structure was developed. This was the forerunner 
the formalized committee type management. This type manage- 
ment grew out need obtain specialist advice not only from the 
advisers the non-operations staff, but also from line managers 
problems affecting the whole company. 

The source and scope committee power and the boundaries and 
limitations committee functions and procedures, however, have yet 
become widely known, and little has been published the subject. 
result, many managers are not quite certain how they might best 
profit from form organization whose basic function put group 
decision making into effect or, least, make group participation 
decision making possible. 

should recognized that one the most important reasons for 
forming top management committee economy time and effort. 
The theory that, when all the important managers company are 
summoned consider important matter and come the meeting 
well informed the affairs their divisions and departments, the chief 
executive can speedily obtain their information and advice. After his 
basic decision made, the managers are expected return their 
units and implement immediately full cooperation with one an- 
other, since they are all equally well grounded the problem under 
consideration. This the perfect working the top management com- 
mittee, but often falls short the ideal. 

One company, with long experience with top management com- 
mittees, claims four advantages for what calls the “committee-line sys- 
tem management.” These advantages are: The strength and secu- 
rity group decisions. Objectivity decision making. Continuity 
administration. Development personnel. 

The common disadvantages, cited prominent author, include 
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cost, irresponsibility, compromise and expediency, slow operation, by- 
passing recognized authority, and shifting responsibility. The 
committee has perhaps come for more ribbing and serious criticism 
than any other management technique. 

Some years ago Lindeman, the Handbook Business Ad- 
ministration, published list the faults most common committee 
work. his opinion, some these are: Irrelevant discussions. 
self-centered chairman. Failure set proper limits the 
activity. Failure preparation for the questions discussed. 
Members are not always qualified deal with the questions discussed, 

The major requirements for success the committee operation have 
been summarized follows Ernest Dale, another writer organiza- 
tion structure: The work committees should justify their cost. 
The principles effective group action should applied. Commit- 
tee mechanics should arranged that meetings will not hampered 
procedural difficulties. Only subjects that can handled better 
groups than individuals should selected for committee discus- 
sion. 

William Newman, still another writer organization and 
management, lists four conditions favorable the use committees 
and four considered unfavorable. Committees are likely partic- 
ularly useful when: wide divergence information necessary 
reach sound conclusion. The decision such importance that 
the judgment several qualified individuals desired. The success- 
ful execution decisions depends upon full understanding their 
ramifications. Activities three more divisions need adjusted 
frequently secure coordination. Undesirable conditions for the use 
committees exist when: Speed vital. The decision not par- 
ticularly important. Qualified personnel are not available. The 
problem one execution rather than decision. 

Another book the principles management states that for the 
effective operation committees these factors must present: (1) the 
need for duties and scope authority the committee well 
defined; (2) the selection appropriate members suitably represent- 
ative the interests they are intended serve and possessing authority 
requisite committee action; (3) provision adequate staff assistance, 
not only keep minutes, but effectuate the committee’s decision 
well; (4) the selection and dissemination appropriate agenda and the 
adoption means presentation and rules order; (5) the appoint- 
ment good chairman. 


Articles 


ARE ALL AWARE today that are rapid transition new, 
highly technological society. there already gross imbalance be- 
tween technological and sociological progress, will the transition the 
new society orderly chaotic? 

Outer space, the latest major example the impact potentials 
scientific advance, illustrates not only technological innovation but the 
problems adjustment our pattern life earth that come with 
it. For instance, how can international cooperation, which seems 
sensible for proper exploration and exploitation space, arranged? 

The rest the century will see the gross extending the human in- 
tellect and senses application science and technology. every 
intellectual pursuit which man engaged, when analyze what 
with our minds, find part that best assigned electronic 
machines. Reduce the intellectual activity stored and incoming in- 
formation, logical processes, sorting, deciding; and the part that 
best understood, that involves rates and quantities too large for the 
human mind, assign the machine. This frees the human intellect for 
the more complex aspects the intellectual task, above the routine 
work the electronic partner. are speaking new man-machine 
partnership the powerful domain the intellect. like the new word, 
“intellectronics,” because says one word: extending the 
“electronics.” 

Consider the practice law, least law might practiced 
intellectronics used the fullest. Two three decades from now, 
every practicing attorney might have his office means for convenient 
electronic connection huge national central repository all the 
laws, rulings, regulations, and procedures, and commentaries upon 
them, that needs. his assistant will able query the central 
repository operating electronic input device looking little like 
typewriter. Almost immediately, there will displayed him 
special viewing screen any information that available his particular 
question. You can see that the intellectronics system and know how 
design such systems today will elevate the lawyer’s intellect the 
more complex intellectual tasks giving him better tools with which 
work. 

The national intellectronics network serve the legal profession can 
serve the law-making bodies government well. The initial analysis 
the input data for indexing purposes can expected emphasize 
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any conflicts omissions that may exist the laws and regulations. 
Furthermore, the intellectronics system can readily accommodate the 
mass data available the results enforcement the existing laws 
and regulations. Such comprehensive statistical data should disclose 
where existing laws and regulations are ineffective, and thus 
prime aid our lawmaking bodies. 

The physician the future technological age will also routinely in- 
troduce his data patient into network “consultative wisdom.” 
The patient’s entire history, the results all tests, the symptoms and 
complaints, and statement the family background inherited 
tendencies all this will efficiently introduced into the medical in- 
tellectronics system. The system will quickly react give the doctor key 
portions the equivalent many consultations with other physicians, 
Notice that with diseases nationally monitored the statistical approach 
medical practice will take entirely new stature. 

Take money and banking, and the whole process keeping track 
who owns what, where is, and who owes whom. How absurd that 
for this kind work still have millions people engaged all day 
putting little marks pieces paper, reading them off, entering them 
without much need for deliberation the process. Some day currency 
and coins will for the rural areas. you buy necktie house, 
your thumb before electronic scanner will identify you, and the net- 
work will debit your account and credit the seller. 

The average business can shift between profit and loss positions easily, 
just raising degrading the information available for decision- 
making management. Weare workingon management control systems 
which information what happening will electronically 
compared with the plan. Deviations will automatically produce direc- 
tives for changes operation accordance with “stored” logic set 
management cover many possible situations; the system will call 
out warnings, when the unexpected happens, the higher intellect 
the human supervisors who are kept free for the unpredictable, more 
difficult, nonrecurring situations. This the same having additional 
and more knowledgeable managers, and also helps toward the goal 
putting management scientific basis. 

The most truly intellectual activity all must the education the 
human brain. Now, are approaching crisis education because, 
while the needs the more complicated, more populous world are 
increasing rapidly, our ability place human resources behind the 
educational system apparently decreasing. But intellectronics sys- 
tem could make tenfold change the effectiveness education. 
Routine material can machine-presented, leaving the more difficult 
concepts for the human educator. Such future educational system 


would involve new large industries employing experts the subjects 
taught, the design programs, and the design and produc- 
tion the devices and systems. 

The highly technological society the future can one which 
communications are widespread and efficient that frequent voting 
easy, participation virtually guaranteed, interest heightened, and 
apathy and ignorance are virtually eliminated. 

What will our feelings the year 2000 about the goals mankind, 
about what constitutes happiness and security, about the definition 
freedom? one hand, man will faced with the evidence all about 
him infinitely intricate, busy, fast world consisting multiple- 
interconnected web people, vehicles, machines and communications. 
But the other hand, man will become conscious the universe. 
Perhaps depict the infinite detail our existence the one hand 
and the enormity the unconquered vistas the other, music and art 
will ask for more dimensions. 

The real bottleneck progress, safe, orderly, and happy transi- 
tion the coming technological age, lies the severe disparity between 
scientific and sociological advance. Will intellectronics aid removing 
the imbalance? believe that the challenging intellectual task ac- 
celerating social progress for the human mind and not his less intel- 
lectual electronic partner. But perhaps there hope. the machines 
more the routine, everyday, intellectual tasks and insure the success 
the material operations the world, man’s work will elevated 
the higher mental domains. will have the time, the intellectual 
stature, and hence the inclination solve the world’s social problems. 
must believe has the capability. 


BUSINESS MUST CONTINUALLY SEARCH for fresh approaches meet the 
needs and spirit the economy. Sometimes vainly tries passing fash- 
ions; other times, makes great advances exploiting solid, timely 
concepts. What approaches will business adopt the The need 
for fundamental improvement the effectiveness private enterprise 
will become increasingly evident this decade. face major para- 
doxes all fronts. must compete against growing communist 
economic and military power, yet maintain our living standards. 
must aid uncommitted nations, yet guard our monetary reserves. 
must boost exports against mounting foreign competition, yet increase 
wages. 

What choices have? choose disarm and abolish foreign 
aid, some these paradoxes would disappear, but their stead would 
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come worse hazards that render such choice unrealistic. Another 
choice austerity and sacrifice, but these defeatist measures have not yet 
proved acceptable the American people except time all-out 
emergency. the American people not choose accept austerity, 
perhaps this indicates that they sense still another choice, one faithful 
their American heritage enterprise and optimism: the choice 
increased productivity and creation new enterprise. 

What gets new enterprise built? The definition one word fits the 
task precisely: the putting together market, materials, labor and 
capital create enterprise. The word entrepreneurship. Yet, have 
paid only scant attention the entrepreneurial function such. Why? 
The times have not demanded that attention paid this function. 
The operative emphasis begun World War was greatly prolonged 
the pent-up post-war demand and Korea. Except small busi- 
nesses, entrepreneurship has become the province few top business- 
men and actually practiced even fewer. has come dangerously 
close being bred out middle management. top position re- 
quired because the entrepreneur must empowered act, venture, 
argue back, and fight for convictions. The entrepreneur must also 
man dreams, imagination, intuition, and creativity, plus analyt- 
ical ability, strong convictions, persistence, aggressiveness, great energy, 
and willingness take risks. These traits are not always consistent with 
the political responsibilities demanded for reaching, and remaining at, 
the top. Moreover, comfortable riskless command privileges often are 
sought the reward for success previous hard entrepreneurial work. 

Entrepreneuring difficult function perform. lonely job 
involving persistent thought, worry, risk, and the chance ridicule and 
failure. often regarded disturbing influence upon smooth 
operation and great expense money and executive time. demands 
high motivation and, for incentive, usually share precious proprie- 
tary interest. 

Although the entrepreneurial function old, the awareness 
education and systematic thinking new. Management literature seems 
overlook the function creating new business. Within industry, 
rare indeed get on-the-job training entrepreneurship. the con- 
trary, industry sometimes takes pains “break in” new recruits, chan- 
neling any natural entrepreneurial drive into the activities 
described for the job. 

entrepreneurship the key for business the ought 
examine how might overcome its negative factors and perhaps 
few positive ones. But first, let look briefly what the entrepreneurial 
function includes. First, the entrepreneur must himself conceive 
promising new business idea take advantage such potential un- 
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filled market needs, unused natural resources process by-products, 
unused property, new invention, new application technology, 
joining complementary business activities. develop his idea fur- 
ther, the entrepreneur must determine what additional information 
required and then get it. Comprehensiveness much more important 
than detail, for overlooking single important area such consumer 
acceptance, provision utilities, patents might ruin the idea com- 
pletely, whereas detail can resolved later operating management. 

information that confirms original expectations brought hand, 
the entrepreneur designs the project. His design specifically spells out 
the market, lists assets needed establish the business, gives man-power 
requirements, and estimates profitability. The final part project design 
business organization. 

The next step attract major equity capital and then complete 
financing with funded debt, bank loans, accounts payable, and on. For 
the entrepreneur, this the payoff, the formal acknowledgment the 
investment community that his faith was well placed, that the project 
sound. 

What can done stimulate entrepreneurship? Three areas seem 
most promising: initial support, education, and attitudes within bus- 
iness. Support needed the initial steps the entrepreneurial 
process, which are conceive the basic idea and obtain funds for its 
investigation. Improvement needed the availability information 
that will inspire entrepreneurs and the financing initial investiga- 
tion. fruitful area for attention the provision up-to-date back- 
ground information such areas resources, technology, and con- 
sumer wants that delves deeply into entrepreneurial possibilities. 

Education can also contribute the revival entrepreneurship. But, 
for most today’s intellectuals, the business world hostile and myste- 
rious. The consequences this unnecessary dichotomy are serious. Bus- 
iness gets lower quality college graduates and, far worse, these gradu- 
ates bring with them uncooperative disdain for their employer 
soon surrender lethargic conformity. 

All educational institutions should recognize and teach the impor- 
tance enterprise society. Enterprise should benefit from the tradi- 
tionally high intellectual perception and character associated with our 
best liberal arts colleges, for example. Business schools particular 
should inculcate the habit viewing enterprise whole, not just 
series specializations such administration, accounting, marketing, 
and personnel. 

Attitudes within business can either stimulate smother entrepre- 
neurship, since the entrepreneur depends business more than any 
other area society for help investigations, partnerships, and capital. 


One factor considered 
the “comprehensiveness” aspect 
the entrepreneurial process 
knowledge those firms already 
the field that the 
entrepreneur thinking 
entering. Assuming were 
interested the British market, 
reference this book would 
Key British Enterprises (Dun 
Bradstreet, 1961. 819 pp.). This 
book brings together major 
cross-section U.K. industry, 
focussing leading businesses 
the primary, manufacturing 
and distributive trades, with 
particulars their activities 
and products. Ed. 
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Too often, however, the would-be entrepreneur encounters suspicion 
cautious indifference from established businessmen. Yet live 
age where those who not take risks will surely lose, while those who 
might gain. And, any society, the burden and the challenge 
taking risks belong the aristocracy. the United States, top business- 
men have won this privileged status. they who best enjoy security, 
freedom think, freedom venture and certain moral 
For corporate directors and officers, mere sitting formal approval and 
uncontestable judgment subordinates’ operations insufficient. They 
must inspire, lead, set standards, and foster improvement. Their most 
important and difficult responsibility the constant assessment what 
their business really is, ought be. They must look the future, 
engineer change, and shun the practice decision crisis. 

Most the burden and challenge reviving entrepreneurship 
going fall top businessmen, and will not easy. One sees this 
the grass roots level where today’s job-seekers merely look for vacan- 
cies fill, forgetting that the 1930’s one could create new job 
offering some new contribution the enterprise. Our economy needs 
across-the-board, not isolated, resurgence enterprise. 

Entrepreneurial ideas are born individuals, not corporations, com- 
mittees, staffs. this light, established business would concentrate 
those things can provide best: encouragement, judgment for evalu- 
ating ideas, project development services, supporting personnel, credit, 
and, where feasible, arrangements for joint operations. 

vision that business will become more and more receptive 
entrepreneurial ideas. will sponsor them and provide unique help 
the entrepreneurs who will become new breed with independent status 
the business world. How this status will earned best character- 
ized the Spanish sense the word for entrepreneur (emprendedor): 
one who undertakes new and difficult tasks with resolution. 


THIS MAY INTEREST YOU 


Editor 


The following list recent books just about takes care our 


backlog volumes which were unable abstract the usual 


manner, but which merit some notice. you desire purchase any 


these books, please contact the appropriate publisher your 

local bookseller. 

Albers, Henry Organized Executive Action: Decision-making, 
Communication, and Leadership. Inter-disciplinary Approach 
the Anatomy Managerial Process. New York, John Wiley Sons, 
Inc., 1961. 604 pp. The book shows how the functional areas 
management relate the planning process, and discusses length 
the social foundations authority, leadership succession 
democratic society, the relationship between property and power, and 
the question managerial responsibility. Also, the book gives 
consideration the problems executive development and the 
future electronic computers solving decisional and 
informational problems. 


American Management Association. Sources and Methods International 


Financing Practical Guides for U.S. Investors and Traders. New 
York, 1961. 176 pp. AMA members; non-members. 
This report designed provide businessmen with first-hand 
information about the nature and extent the financial assistance 
available them from both private sources and from governmental 

quasi-governmental agencies. Among the institutions this 
latter group whose resources, services, and methods operation are 
described are Eximbank, the World Bank, and IADB. Among the private 


sources discussed are the so-called Edge Act corporations, European 
commercial banks, Swiss credit institutions, and the Latin American 
capital market. special feature the report account 
one company's experiences establishing and managing sales and 
manufacturing subsidiary Mexico. 

Backman, Jules. Pricing: Policies and Practices. New York, National 
Industrial Conference Board, Inc., 1961. 143 pp. $12.50 for non- 
Associates the National Industrial Conference Board, Inc. The 
present study examines detail the pricing techniques companies 
many different industries. begins with examination the 
pricing models that appear economic textbooks and the unavoidability 
departures from theoretical models. This followed brief 
discussion the nature administered prices. Finally, the study 
considers various aspects pricing, noting the interrelated roles 
established company policy and day-to-day judgments individual 
pricing decisions. 

Bechhoefer, Bernhard Postwar Negotiations for Arms Control. 
Washington, C., The Brookings Institute, 1961. 641 pp. 
this analysis the record the years from 1946 1961, the 
author selects the information useful understanding the 
negotiations and their relationship the principal events the 
period. concludes with estimate where negotiations now 
stand and the direction which they are headed. 

Blum, Albert Company Organization Insurance Management. New 
York, American Management Association, 1961. pp. AMA 
members; $3.75 non-members. Although very few companies employ 
full-time insurance manager, with the growth American business 
seems likely that many smaller companies will sooner later add 
full-time insurance men their staffs. these firms this study 
particularly directed, since makes available the experience 
companies which use company insurance specialists. also 
reproduces illustration many job descriptions, policy statements, 
insurance forms, and other 

Carpenter, Robert Guidelist for Marketing Research and Economic 
Forecasting. New York, American Management Association, 

pp. AMA members; $3.75 non-members. The intent 
this research study give broad outline available 
publications and other sources facts pertinent marketing. 


Heavy emphasis has been placed bibliographies and directories 
the end that, even though topic may not covered, the 
researcher least provided with leads further, more 
specialized, reports. 

Coffey, Joseph and Rock, Vincent The Presidential Staff. 
Washington, C., National Association, 1961. 102 pp. 
This study has both theme and purpose. The theme 
that stronger, more active, and more cohesive Presidential staff 
essential the effective exercise Presidential powers. The 
purpose suggest changes the role, the structure, and the 
concept the Presidential staff make more useful the 
President. Somechapters included are: The Nature the 
Presidency, Resource Planning and Federal Programming, Emergency 
Planning, Coordinating the Implementation Policy. 

James Don and Salmonson, Contributions Four 
Accounting Pioneers Kohler, Littleton, May, Paton. East Lansing, 
Michigan State University Business Studies, 1961. 238 pp. 

This book presents brief synopses their periodical articles; the 


index makes possible determine each authority's position 
debated point, and compare their frequently divergent views. 
Gardner, John Excellence Can Equal and Excellent Too? New 
York, Harper Brothers, 1961. 171 pp. This book 
about the conditions under which excellence possible our kind 
society, about the kinds equality that can and must honored 
and the kinds that cannot forced. raises the questions of: 
Are highly educated people? Does every young 
American have "right" college education? possible for 
people achieve excellence they don't believe anything? 
Lysaught, Jerome Programmed learning Evolving Principles 
and Industrial Applications. Ann Arbor, Michigan, The Foundation 
for Research Human Behavior, 1961. 179 pp. $3.00. This report 
the outcome seminar which Eastman Kodak and IBM 
representatives presented and discussed their own attempts 
develop and use programmed instruction their training programs. 
addition the two industry experiences, large portion the 
seminar was devoted theory, principles, and the results 
experimental studies universities. This report includes sections 
rewards and competition learning, training program writers, 


dealing with the brighter students, and excerpts from IBM programs. 

Moore, Geoffrey (ed), Business Cycle Indicators Volume 
Contributions the Analysis Current Business Conditions. 
Princeton, New Jersey, Princeton University Press, 1961. 757 pp. 
This study assesses the value and limitations large 
most useful guide the over-all trend business the 
United States. includes the following chapters: Measuring 
Recessions, Business Cycles and the Labor Market, Timing 
Cyclical Changes the Average Workweek, and Electric Computers and 
Business Indicators. 

Smith, Bernard. Industrial Editing Handbook House Journals. 
London, Sir Isaac Pitman and Sons, Ltd., 1961. 225 pp. 
This book, commissioned the British Association Industrial 
Editors, deals fully with internal and external house journals and 
gives technical guidance printing, design, and layout. 

Somers, Herman and Anne Doctors, Patients, Health Insurance, 
Washington, D.C., The Brookings Institute, 1961. 576 pp. $7.50. 
This book concerned with the organization, distribution, and 
financing personal health services and goods that is, the 
instrumentalities through which doctors, hospitals, and others serve 
individual patients. deals with such specific topics the 
medical consumer with his longer life expectancy, the problem 
controlling costs, insuring the aged, the doctor-patient 
relationship, and extending insurance coverage drugs, dentistry, 
and psychiatric care. 


Sincerely, 


William Falcon, Editor 


Note: recent exclusive interview conducted the editors 
Nation’s Business, Senator Kefauver was asked reveal his basic 
thoughts what government and business should assure free, 
competitive enterprise. The interview makes clear that the Senator 
favors: smaller corporations, heavier antitrust penalties, more manage- 
ment responsibility for competition, lower prices certain industries, 
more government power get evidence from business, and perhaps 
even different laws for foreign trade. The Executive has chosen 
from the interview those excerpts which indicate Senator Kefauver’s 
stand drug patents. The Senator had been asked answer questions 
about bills pending before the U.S. Senate Antitrust and Monopoly 
Subcommittee. The article which follows the one below presents the 
other side the drug question. 


Which the several bills will you push for next? 
have bill pending which has these basic points: First, 
aimed violations the Sherman Act where two more com- 
panies, which are trying get patent drug, get together let 
one company get the patent with consideration perhaps the other’s 
being licensed. This would require independent consideration for ap- 
plications for patents. The second point that many drugs are ex- 
cessively high price. These may important drugs for treatment 
diseases saving lives but high priced because the company may have 
patent which gives complete monopoly for years. During that 
time nobody else can manufacture sell the drug. Thus, the patent- 
holder can sell the drug for any price can get. 

The second section the bill would give the company monopoly 
for only three years patented drug. After that, the company would 
lose its patent protection unless offered qualified applicants licenses 
manufacture the drug upon payment reasonable fee. that way 
the little companies could make the same drug, could compete price, 
the drug would have wider distribution, more people who needed 
would able get and more reasonable price. 

The third section the bill would require any manufacturer going 
into the ethical prescription drug manufacturing business obtain 
license from the Food and Drug Administration, after had satisfied 
the FDA that had proper equipment, proper controls, sanitation and 
things that sort. This would stop the few fly-by-night bathtub opera- 
tors who make injurious drugs. Also would give physicians confidence 
that whatever drug they prescribe pure and effective. Then physicians 
would more likely prescribe generic name rather than the trade 
name the manufacturer and many instances the patient would get 
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his drug for fifth tenth what would have pay for the trade 
name drug. 

Another part the bill: present, the Food and Drug Adminis- 
tration required only certify that medicine not harmful. 
someone putting out tablet with nothing except piece 
bread, FDA would have right turn that down even though 
would have medical benefit. The requirement should that not 
only certify safety, but also efficacy. The bill would require 
drug companies simplify the generic names and give generic names 
all new drugs. would require that the generic name printed 
the bottle containing the drug with the same size type the trade name, 
the druggist, patient, doctor and everybody could see the generic 
name. would require also full statement the side effects, the 
adverse effects drugs, the circular that goes with the drugs, and also 
advertisements the physicians. 

These and other ideas are one bill, change the Food and Drug 
Act, designed promote competition, get the price lowered, and 
require full truthfulness about drugs. 

the restriction patent rights something that might 
apply other industries? 

ANSWER: not advocating other industries. The drug field 
different from other industries for several reasons: First, life death 
involved many cases. The public interest directly concerned. 
Suppose, for instance, somebody had gotten patent penicillin and 
had refused sell much would only sell high price. Suppose 
some manufacturer had gotten exclusive patent Salk vaccine and 
had refused general use. course, that adverse public interest 
that the public should not have put with it. The second point that 
ordinarily sewing machine, automobile, almost anything else 
can think of, the customer has some right selection. doesn’t 
like what offered one place, can somewhere else and shop. 
the case drugs, complete captive what the physician puts 
the prescription. great many countries don’t have patents all 
drugs. There feeling that drug should not patented. 
limiting patents destroy the incentive develop 
new drugs? 

The pharmaceutical manufacturers have generally used 
research costs attempt justify their high prices. all favor 
research. Some these companies have done some good research, al- 
though big part has been done hospitals and universities. 
large part has been done foreign countries, even some coun- 
tries where they have patent protection whatsoever. The claim 
necessity for research justification for high prices and patents 
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is, opinion, unjustified. You take major ethical drug companies 
and you find their research expenditures are only about 6.3 per cent 
receipts. That is, they spend little more than six cents the average 
for research for every dollar receipts. Compared with that, they spend 
about cents promoting and selling their product. net worth 
drug companies have the highest profit all manufacturing industries. 

think true that terms profit they ought just about 
well licensing other manufacturers upon payment reason- 
able royalty. This would mean that more the drug would sold, 
promoted and advertised, and the patent holder still would get royalty 
all the drug that was sold. 


HAS BEEN APPARENT for some years now that the ability free 
society maintain high rate discovery relation that the 
Soviet Union will largely determine the future complexion history. 
therefore appropriate, seems me, that the National Research 
Council the National Academy Sciences should make fresh 
examination the contribution being made our rate discovery 
the American patent system. drugs were ever discovered our 
laboratories just because they could patented. Businessmen not 
find them; the search conducted scientists who are motivated 
desire penetrate the unknown and conquer disease. The business- 
man’s job the organization this search; our incentive the reward 
the American people give those who make significant contributions 
progress. 

The kind basic research that produced such historic contributions 
medicine cortisone, Diuril and the vitamins, B-6 and B-12 all 
which were born Merck laboratory possible only the potential 
reward commensurate with the risk. The patent system was established 
just provide such reward and encourage such risk. the absence 
the patent system, physicians would still helpless the face 
many not most the disease conditions these drugs alleviate. 
The basic research that brought them into being would not have been 
undertaken. One the most valuable effects the patent system 
that protects disclosure and encourages the sharing newly dis- 
covered knowledge. This has been very evident our industry shown 
the number basic research papers published Merck scientists, 
well the great number published scientists General Electric, 
Bell Telephone, Pont and American Cyanamid. Without patents, 
the rate significant drug discovery would eventually slow down its 
pace the Soviet Union, where only slightly ahead the snail. 

Senator Kefauver right now trying drive bill through Congress 
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that designed remove both the encouragement and the protection 
patents from the search for new drugs. The Senator’s bill would 
this through three major provisions. First, would cut the exclusive 
right patent down from seventeen years three. Second, the three 
years would start running not from the date the patent issued but 
from the date the new drug permitted marketed the Food and 
Drug Administration. Third, after three years, compulsory licensing 
would force the inventor share not only his patent but also all his 
know-how with any competitor willing pay maximum Let 
examine these provisions. 

The three-year limitation would reduce 80% the period when 
patent protected. would the first reduction the term 
patent since 1790, when Congress, following the mandate written into 
the Constitution, passed the original patent statute. would also 
the first time particular industry has been singled out for such dis- 
crimination. 

The provision for starting the three-year term the date the new 
drug marketed would, for all practical purposes, complete the process 
wiping out the protection patents. This because, the case 
high percentage new drugs, patents not issue until least three 
years after the product put the market. 

The third major provision the Kefauver bill would have this effect: 
Three years after had introduced drug such Diuril the market 
Senator Kefauver would have the government step and order 
turn over everything had learned any number our 1,300 
competitors this country and even more serious any foreign 
producer who can get license sell the U.S. The result would 
reward for our years work and magnificent contribution 
the health the American people literally forcing subsidize 
our competitors here and abroad. These would have 
contributed nothing the research, shared none the risks and paid 
for none the original costs. They would merely buy the drug prob- 
ably from low-cost foreign licensee bulk for repackaging and sale 
already established market. This most unusual way promote 
progress. 

The author the Kefauver bill explains the purpose its patent 
provisions rather differently. They are designed, says, lower prices 
increasing competition. ignores the fact that prices have been 
steadily falling for years even the face rising costs. The composite 
index for all drugs sold Merck’s ethical pharmaceutical division 
dropped 17% from 1953 1960. The record the entire industry 
shows decline over prices charged pharmaceutical 
facturers their customers from 1949 1959 time when nearly all 
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other prices went up. The Senator has selected the route tinkering 
with patent incentives, thereby risking the destruction the fiercest 
and most socially useful competition the industry, which the 
competition between laboratories. robbing research the rewards 
for medically significant discoveries, the Kefauver bill would not in- 
crease this kind competition. would strangle and divert the 
creative energies the industry into the advertising and sale the 
status quo. 

clear from the record that the effect patents our industry 
has been foster research competition and thus increase the rate 
discovery new and effective drugs. Since the late the life 
expectancy our population has risen 10% and the list major 
terror diseases has been reduced, mainly through the invention new 
medicines, handful. Most the important new medicines have not 
come, popularly supposed, from the scientists our universities 
government, from abroad, but rather from the laboratories the 
U.S. pharmaceutical industry. 

Aside from the adverse effects the pharmaceutical industry, the 
patent provisions the Kefauver bill are contrary the public interest. 
destroying the patent incentive for research, this bill could well 
destroy pharmaceutical research itself. would reduce the great creative 
companies the U.S. pharmaceutical industry the level their 
counterparts the Soviet Union, which merely copy what others have 
invented. would stop midstream many the most promising in- 
quiries into the nature and control illness. 


NEW NATIONS are springing into being all over the world, hopefully 
groping toward democratic characters and destinies their own. Upon 
the transition all these nations into resolute, working democracies 
hangs the fate the free world. success the responsibility the 
whole community free nations and particularly, because our own 
strength and resources, the United States. 

this agitated world, these new nations will survive without even minimal 
education? Would going too far suggest that borders 
criminal negligence that here this crucible democracy have not 
given top priority helping these new nations educate their people? 

Since the end World War II, the United States has spent some $85, 
billion for foreign aid. this, $12 billion went into the Marshall Plan, 
the greatest act reconstruction history. Since 1952, the vast bulk 
the remaining $73 billion has gone military, mutual security, 
technical, and industrial purposes. Only incidental trickle split 
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among score projects has borne directly education which 
ourselves have called the first prerequisite democratic society. One 
one the emerging nations Africa and Asia have said that education 
their first concern. One one they have given the largest share 
their limited revenues. And one one they have seen neglect give 
their educational development the same high priority have given 
their economic and military development. 

Public libraries, which our own national experience have been 
vital component the educational machinery, are commonplace 
the satellite countries and still conspicuous rarity most the 
emerging free nations. 

wonder whether pivotal point history are not walking into 
the trap bitter irony. world where the democratic idea 
trial more places, under more desperate conditions, than ever before, 
are practicing economic determinism, when know that the only 
road democratic fulfillment educational determinism. sure 
that education the neglected frontier, the neglected world oppor- 
tunity. 

the world’s leading democracy ought take good hard look 
our national policy foreign aid and see are doing enough 
prepare the emerging nations truly self-governing and self-suf- 
ficient. The real waste human resources and the short-selling the 
democratic effort come the secondary school bracket. Secondary 
school the earliest level where education begins involve the larger 
purposes relating the ability make distinctions, judgments and 
decisions that the very essence self-government. people able 
read but lacking the knowledge assess their reading are far readier 
prospects for totalitarian propaganda than the wholly illiterate. Yet 
Asia secondary school luxury for the few, running low per 
cent children eligible age Iran. And Tropical Africa, 
average only per cent the primary school children ever enter 
secondary school. 

know that these are not meaningless statistics. Events the vast- 
different countries the Congo and South Korea leave profoundly 
disturbing evidence that have turned our backs the lessons our 
own history hoping expecting that democracy can take root any- 
where without educated people. find ourselves pushed into defen- 
siveness Russian ruthlessness because have lost sight our values 
effort wage peace their terms. need make democracy 
safe for the world strengthening human resources that all men 
once blessed with the vision freedom will capable its realization. 

This, seems me, the historic opportunity America this 
second half the Twentieth Century. This the great new act faith 


that America can announce world tired and discouraged with 
rivalries terms dictated Russian militarism and materialism. Let 
undertake, and prepared support, great Marshall Plan 
educational aid, 10-year program amounting each year perhaps 
fifth our current foreign aid commitment and replacing significant 
parts it. 


LONG, LONG LAST our news media are becoming aware that there 
Railroad Problem. sure, the New York-oriented magazines 
and networks have experienced some difficulty defining the issue. 
Still, the communicators have acknowledged that the rails exist, which 
something; and they have also begun serve veterinarians the 
ailing iron horse. are told that, among other things, the industry 
suffers from poor management, and even that hopeful. Almost 
century ago robber barons ran the railroads; today management 
merely poor. 

not content let the railroads’ 15,000 executives get off the 
hook that easily, though. For clear, should be, that the railroads’ 
dilemma this: they are competing with the Government. also 
clear that the Government more intends suffer such rivalry than 
would permit the existence syndicate which printed money. 
far can comprehend the situation, only technicality prevents the 
industry from being clapped into jail (i.e., nationalized) for this affront, 
and that detail the necessity maintain the fiction that have 
free enterprise transportation system. 

Granted, railroad brass imperfect, but where you train from 
whence can you woo management team skilled competing with 
Government? The odds are monumental. The net investment the 
railroads’ 217,700-mile plant 27.4 billion dollars’ worth private 
capital. the end this year Federal, state, and local governments 
will have spent 177.9 billion dollars domestic air, road, and waterway 
transportation. This enormous, shall say incomprehensible, figure 
more than half the size our national debt. And the deluge dollars 
not yet flood stage. 

But Government (and use the word encompass all its leg- 
islative, regulatory, and taxing powers Federal, state, and local levels) 
has not been content simply wage war public dollars vs. private 
dollars. Nor can content. Because Government has been providing 
nonrail transportation free right way, and matter how smooth 
straight wide that right way is, cannot fully compensate for 
the economic failings the vehicles which use it. Oh, affluent 
society can afford enough automobiles depopulate most depots, but 
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then cars constitute personal discretionary spending which exempt 
from the economic laws applicable commercial transportation. Yet 
even the automobile becomes physically self-defeating urban areas, 
hence all the hoop-la over the impending commuter crisis. Simply stated, 
the old iron horse pulls his load instead carrying his back, and 
can therefore pull much more per man-hour and gallon fuel than 
his competitors that even free right way can’t make the dif- 
ference. 

There’s more than one way derail train, though. Government 
simply makes illegal for railroad any more efficient than any- 
thing else. recent decision the I.C.C. pegged all-rail piggyback rates 
per cent above the water carrier’s tariffs these water 
carriers operating coastwise trade maintain rates that will enable 
them continue efficient and economical coastwise service.” 

But isn’t enough that Government surrounds railroading with pub- 
licly built, noncompensatory, and nontaxed rights way. even that 
Government cancels out inherent rail efficiency price fixing. Finally, 
Government attacks the railroad plant where helplessly naked and 
vulnerable. The agent with the sword the tax collector. trans- 
portation context, there are least three basic inconsistencies rail 
property taxation. First, the one mode transport that provides its 
own right way expense the Government penalized for it. 
Second, rail taxes help pay for such Government functions schools, 
police and fire protection, and streets, whereas the competition’s so- 
called fuel “taxes” are usually modest user-charges for facilities provided 
the Government. Third, railroads are not even assessed equally with 
other taxpayers. 

conceivable that our elected representatives and appointed regu- 
lators are unaware that they must inevitably serve the custodians 
broken, bankrupt, and hence nationalized railroad plant unless reform 
forthcoming? can that those who derail railroading, with 
without malice aforethought, actually believe that this nation can sur- 
vive, much less expand, rubber tires and barge decks? cannot say. 
For what it’s worth, calculated guess would that deeply embedded 
the American consciousness long reel mental pictures rail- 
roading: the smoking, whistling iron land gruff con- 
ductors...long freight trains...sagging, ginger-bready, 
equipped depots... Wall Jones. And all these sub- 
conscious impressions, gained variously childhood, classrooms, 
troop trains, from the press, total these conclusions: The railroads 
got fat subsidy when they were new, now they’re crying because trucks 
are more convenient and jets are faster and barges are cheaper; but 
still big business, always need ’em for the heavy stuff like 
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coal, and anyway, Washington would never let the railroads fold up. 

higher levels, reaction railroading becomes increasingly so- 
phisticated pressure groups convert the American folklore about 
transportation into wider river locks, longer runways, more I-highway 
mileage. Logic off limits Houston truck operator chides the Wall 
Street Journal editorial advocating higher fuel taxes pointing 
out that railroaders can replace 600 drivers and what will that 
unemployment? The Lieutenant Governor Michigan tells Team- 
sters isn’t opposed railroading piggyback, only those TOFC 
rates which would put truckers out business and drivers out work. 

Never fear. The inexorable laws economics will eventually over- 
come such absurdities, for major industrial power can long afford 
ignore the most efficient mode overland mass transportation. The 
only question this: Will Government continue indict 15,000 rail- 
road executives for breaking unwritten law competing with itself? 

Either logic and reform will prevail or, the words John Bar- 
riger, the “railroads will nationalized within years and the 
Government itself will reverse its policies order not penalize its 
own railroads.” 


THE TURN THE CENTURY, rash vertical and monopolistic 
mergers American corporations invited public indignation and led 
stronger anti-trust legislation. During the intervening decades have 
witnessed several periods industrial combinations but none 
interesting the latest. What may called the most dynamic and con- 
structive period merger started about the mid-point this century 
and shows signs abating move into the sixties. 

There are those who view the situation with alarm, fearful that new 
era combinations will destroy the system competition which has 
brought our commerce and industry present-day heights. Their dis- 
quiet probably unnecessary. The Sherman Act and the Clayton Act 
are the books now protect the public from any misuse power 
resulting from the accumulation wealth. World competition this 
jet age should prove stronger force than ever protecting the 
public, and fact, merger may the means meet that competition 
for many our smaller corporations. 

Today efficiency often closely tied size. many industries 
tremendous sales volume necessary promote peak manufacturing 
efficiency and provide the vast sums necessary for competitive research 
one-world industrial economy. Thus, while unrestricted merger 
activity the last century may have tended reduce competition, 
properly directed merger the second half this century can 
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vehicle for preserving competition between space age industries within 
the United States and necessary force for keeping United States 
dustry competitive the world economy. 

When get down the specifics mergers, the basic questions are, 
course: the proposed merger good one? Does combination 
the companies involved make sense? Answers these questions involve 
the long-range corporate plans the merging corporations, their prod- 
ucts, the capability the merging managements, and the effectiveness 
their respective research, manufacturing, and marketing 
How well the merging companies Will some new additional 
values arise putting the two companies together? 

There are many “types” the field acquisition. Some the more 
outstanding species may identified follows: The Frightened Hedge 
Hopper hedging nongrowth activity which now manages; 
The Omnidirectional Equestrian rides off all directions im- 
press his stockholders; The Glamour Worshipper listens any 
new theme; The Negative Compounding Multiplier makes ac- 
quisitions for the sheer numbers involved; The Crowd-Following Com- 
petitor just wants “to keep with the competition.” 

How does management set about effecting the merger such way 
create many plus values possible the combination? 
here, perhaps, that the controller’s responsibilities and opportunities 
for accomplishment are greatest. Once determined that the deal 
makes sense, many details must reviewed determining the price; 
the method payment; the financial, legal and tax considerations; 
well the many psychological problems which must resolved that 
the ultimate combination all talents and abilities are recognized and 
realized and nothing falls through the slats. 

approach merger, important that the financial and legal 
departments the corporation work closely. Also the tax and 
counting problems merger are important that some “feeling” for 
them highly desirable the part all who are directly concerned 
the matter, including operating personnel. 

Mergers may made promote diversification, increase manufac- 
turing capacity, round out product lines, buy time the development 
marketing organizations, increase the corporate base for competitive 
reasons, from any wide variety other motives. Taxes, how- 
ever, are seldom nowadays among those other motives. recent years, 
utilization tax-loss carry-backs and carry-forwards has been greatly 
limited the Treasury Department. However, taxes still play im- 
portant part when comes implementing the merger. Generally, 
acquisition corporation assets stock another corporation 
taxable unless qualifies reorganization, defined the Internal 


Revenue Code. One type reorganization may achieved only 
strict compliance with the applicable corporate laws the respective 
states incorporation, statutory merger consolidation. second 
type reorganization involves the acquisition controlling stock 
interest (at least per cent) another corporation exchange solely 
for the acquiring corporation’s voting stock, either common preferred. 
Contrary the statutory merger consolidation, this case the selling 
corporation remains intact, becoming subsidiary the purchasing 
corporation. The stock issued under this reorganization must regis- 
tered under the Securities Act 1933, investment letters must 
obtained from the sellers signifying that they intend hold the stock 
acquired the transaction investment. 

third type reorganization, substantially all the assets one 
corporation are acquired exchange solely for voting stock either 
the acquiring corporation corporation which controls the acquir- 
ing corporation. this case cash other property can given without 
destroying the taxable nature the transaction, provided the cash 
other property, plus liabilities assumed the acquiring corporation, 
does not exceed per cent the market value all the transferrer 
corporation’s property. This type reorganization does not require 
registration the stock issued nor investment letters from the sellers 
meets certain complex requirements established SEC Rule 133. 

The accounting aspects business acquisitions have continually 
presented serious problems acquiring companies, and dealing with 
these problems considerable change presentation emphasis has taken 
place, particularly where the transaction has been substantially for 
stock and has been accounted for under the “pooling interests” 
concept. The pooling interests concept permits simply cross-add 
the balance sheet the merged companies. Conservatively permits 
balance sheet without inflation from any whimsical artificial goodwill 
thinking. the same time, the earnings-per-share curve indicates what 
management doing with its assets. 

best, the minds many the acquired corporation must un- 
easy they are going through their first merger, their security threat- 
ened, and their personal future uncertain. And yet, this should not 
so. the merger good, good because both companies involved 
have important group and individual talents contribute the com- 
bination. The advantages merger are, essentially, time, broader base, 
greater financial strength, new products, new outlets, more rapid income 
growth, slower cost growth. Let slow any precipitous elimi- 
nation overhead. Time will gradually bring the two companies closer 
together all phases operation, and sound management will take 
care any excess overhead due time. Generally can said that 


With the current antitrust 
ramifications merger, the 
following book rather timely; 
Workable Competition and 
Antitrust Policy (Nashville: 
Vanderbilt University Press, 
1961. 451 pp.). The volume 
contains essays, most which are 
concerned with the concept 
“workable competition” 
standard for determining 
violations antitrust laws. Ed. 
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the complete merger takes twoor three least and that the eventual 
cost precipitous action early the game can far outweigh the ad- 
vantage any early overhead savings. Autonomy operation protects 
and encourages the profit motive each division the corporation, 
and gradual merger permits natural strengths fill the vacuums 
created the more rapid growth the combination. 

And the merger route not simple navigate. involves ad- 
vanced technological, marketing, manufacturing, financial, and legal 
concepts but most importantly involves people, and cannot ap- 
proached carelessly with any hope that economic good can 
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HAPPEN BUSINESSMAN who believes many us, really 
try, can better job than are doing fulfilling our responsi- 
bilities the business community and our businesses; who believes 
that businessmen must stand and counted public issues; 
who recognizes that government essential and that had better im- 
prove it; and who believes citizenship responsibilities cannot ig- 
nored. 

one extreme find the rugged individualist recognizing defense, 
money, and central banking, well police duties being the major 
functions which must performed the Federal level order 
the freedom man. the other extreme find the man who 
convinced that the world becomes constantly both smaller and 
more the role the Federal government our society both 
inevitably and, the whole, wisely bound become larger one.” 

the middle ground that appeals most businessmen being 
proper. However, too many sit the sidelines and refrain from 
expressing ourselves effectively. have ideas, and talk our col- 
leagues and social friends, and listen speakers. But com- 
municate our thoughts that they become opinion-forming expressions 
where they really count? 

One concerns that little attention given the existing 
public school curriculum basic economic concepts. has been 
reported that businessmen have not shown willingness work with 
public school superintendents correct this curriculum void. have 
wondered times why employers, hiring recently graduated college 
students, give little consideration the economic understanding 
these new employees. Men who have not made the effort during their 
college careers take even basic course economics bring blind spot 
their first job the business world. Yet they are hired with the ex- 
pectation that they understand our economy and are prepared for as- 


suming responsibilties the business world. 

Regarding antitrust laws, has been suggested some that those 
laws are too rigid and should revised. Some feel that these laws should 
strengthened and made more rigid. The important thing this 
point realize that violation these rules means the weakening 
our free enterprise economy. negate competition exclude 
basic disciplinarian the free enterprise system. 

The vigorous corrective step presently needed American business 
for every one conduct our business affairs that are un- 
derstood and above suspicion. Within our own companies each business- 
man has responsibilities the owners, the employers, the em- 
ployees, the customers, and society. Let’s communicate our goals 
clearly all them. 

addition being associated with specific business, each 
also member society, citizen the community which lives, 
with all the rights and responsibilities membership therein. However, 
when one takes responsible role society outside our business, 
are likely become spokesman for our boss, our employer, and for 
business general. When so, let choose specifics about which 
can talk with authority let others generalize. have the responsi- 
bility express ourselves behalf our business. After all, know 
more about our businesses and their problems than anyone else. 

Recently, talked with the president association editors 
business house organs the Detroit metropolitan area. The combined 
readership the publications edited the group totals 1,400,000 
people. What communication medium, tailor-made and waiting for 
your message! The potential these publications for telling the bus- 
iness story tremendous. But pages over 200 issues reviewed con- 
tained small talk. Sixty per cent the contents were devoted em- 
ployee news and features. Company news non-economic character 
consumed per cent the available space. Safety received per cent 
the space. Let’s use our publications tell the free enterprise story. 
start talking, writing, and communicating with our employees 
about profits, the lifeblood the free enterprise system. also tell 
the tax story. Let’s discuss social responsibility. Let’s tell our employees 
how wages have risen and what the rise means terms purchasing 
power; what fringe benefit package; what the answers are 
charges made unions. 

Another effective place for businessmen communicate their ideas 
the political arena. More and more businesses are urging their em- 
ployees become active the party their choice. Businessmen, too, 
should take active part politics. not enough contribute 
dollars the party your choice. Participation the councils, working 
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the campaigns, and even being candidates for public office are essen- 
tial democracy have the full advantage your time and talents, 

Most you will prefer fulfill your political responsibilities 
avocation rather than vocation, but sure you fulfill them. 
Remember that being active politics insures better government and 
also protects your right protest when government not being run 
manner that satisfactory you. 

democratic society the desires the people ultimately prevail. 
easy for people urge our legislative representatives support 
programs without considering their cost and how they are financed. 
responsibility each one study these programs and direct 
attention those which need evaluated from business point 
view. 
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THE OBSERVABLE PATTERN organization among sixty company 
structures analyzed the Conference Board has four major elements 
it: more concerted move divisionalized organization structures 
accompanied greater decentralization; The elaboration and 
changed role corporate The emergence another level 
general executives, most often labeled “group executives”; The elab- 
oration the chief office. 

The elements this pattern are means unrelated. All stem 
from the same root problem. All might viewed part the answer 
the question: “How can one man the chief executive manage 
ever larger and more complex 

Divisionalization with decentralization. companies move into new 
fields operations, occasioned expanded product lines wider 
sales regions, they face new problems competition, new technological 
problems, and new marketing problems. The functional-type organiza- 
tion, well fitted the single product company the company opera- 
ting one socioeconomic region, has difficulties adequately coping 
with all these situations. give adequate emphasis different product 
lines, for easier identification profitability, for greater flexibility 
operations, and increase the company’s ability compete variety 
markets, growing number companies have grouped functions 
product basis and delegated responsibility for their coordination the 
head product division. 

Almost definition, such divisionalization has brought with 
greater degree decentralization; divisionalized organization, the 
authority make decisions involving the coordination the activities 
relating one product and accountability for profits occurs lower 
level than the president the executive vice president. 


However, more specialized product groupings are attempted, 
becomes increasingly difficult meet the three basic criteria for op- 
timum divisionalization along product lines: differing production tech- 
nology for each product; differing markets for the various products; and 
demand for the particular product warrant setting 
full-scale divisional operation. result, some companies have 
regrouped elements some their product divisions, combining divi- 
sions which production technology markets overlap. special 
sales unit set handle sales some the products several 
divisions particular segment the market. 

Another problem arises over the allocation staff service units 
the separate divisions. Judging from the charts and manuals the 
participating companies, economics, tempered considerations de- 
centralization, seems provide the answer. the services can more 
economically provided central unit, unit serving group 
divisions, the staff service not placed within the division. However, 
this purely economic consideration tempered the nature dele- 
gated authority. the division head, other unit head, held ac- 
countable for profitable results, may require feel that requires 
certain units his elbow. 

Corporate staff. evident that certain staff components are now 
appearing the corporate level many companies for the first time. 
Some these corporate staff functions are entitled: community 
relations, government relations, stockholder relations, computer tech- 
nology, product development, executive development, and organization 
planning. However, while the types staff activity the corporate level 
have been increasing, not accurate say that the number 
corporate personnel has also increased. For, larger divisionalized 
companies, much the service-type work that staff identified with 
carried the staff personnel within the divisions, leaving smaller 
but more versatile staff corporate headquarters. 

This points another aspect the elaboration corporate 
the shift emphasis from its role primarily service agency 
agency assisting planning and control. This especially evident 
companies that have moved divisionalized type organization. 

Possibly, the change the role corporate staff divisionalized 
and decentralized company might more easily viewed from the per- 
spective the chief executive. For functional-type organization, 
coordination the line elements the organization production and 
sales—is amajor preoccupation the chief executive his delegate, the 
executive vice-president. But divisionalized organization, the chief 
executive delegates responsibility for coordination what amounts 
separate businesses two more division heads. However, his aim 
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decentralization, rather than fragmentation, attempts set ob- 
jectives and policies that act cohesive and unifying force. And 
the business becomes more complex, requires more and better 
formation make such decisions. 

Group executives. fairly common organizational solution the 
problem effective coordination the separate divisions create 
the position executive vice-president order ease the load 
the president. Often coordinates the operating units divisions 
while the president retains direct supervision the corporate staff units 
vital his over-all planning and control responsibilities. 

Some companies are finding that even executive vice-president 
cannot adequately provide the required direction. they have added 
general executives accountable for the performance two more 
product divisions that are somewhat related terms production, 
technology markets served. Most often, these executives carry the 
title group vice-president group executive. 

The chief executive. fairly widespread method that chief executives 
adopt order cope with ever-growing responsibilities the use 
personal staff assistants. some companies the responsibilities these 
assistants are rather general. They carry out whatever jobs, tem- 
porary continuing nature, the chief executive may assign them. 
others, the assistants tend specialize specific fields interest 
that the chief executive has reserved for himself: organization plan- 
ning and technical and market development. 

Among other methods coping with the increased complexity the 
chief executive function create council top executives. Some- 
times this labeled “Office the President.” includes the chief ex- 
ecutive and the executive vice-president (s) and those group and general 
executives accountable for coordinating the operating and cor- 
porate staff components the business. Having men with specified 
areas functional and business responsibilities and with complemen- 
tary abilities the “office the president” viewed assuring more 
adequate consideration all factors that bear any over-all decision. 
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